In the 1980s the composition of immigrants to the U.S. shifted towards less-skilled workers. Around this time, real wages and employment of younger and less-educated U.S. workers fell. Some blame recent immigration shifts for the misfortunes of unskilled workers in the U.S. OLS estimates using Census data show instead that native wages are positively related to the recent influx of Latin Americans. However, these estimates are biased if demand shocks are positively related to immigration. An IV strategy, which deals with the endogeneity of immigration by exploiting a large influx of Central American immigrants towards U.S. Southern ports of entry after Hurricane Mitch, also generates positive wage effects but only for more educated native men. Yet, ignoring the flows of native and earlier immigrants in response to this exogeneous immigration is likely to generate upward biases in these estimates too. Native wage effects disappear and less-skilled employment of previous Latin American immigrants falls when controlling for out-migration. This highlights the importance of controlling for out-migration not only of natives but also of previous immigrants in regional studies of immigration.
Introduction
Since the 1980s the composition of immigrants to the U.S. has shifted towards less skilled workers. This is partly the result of the sharp increase in Latin American immigration in the past few decades, which is less skilled than previous waves of immigration. The percentage of Latin Americans among all immigrants increased from 18% in 1970 to 48% in the year 2000.
Many believe this flow of unskilled immigrants has had a negative effect on the fortunes of unskilled natives in the labor market. However, previous work on the impact of immigration in the U.S. has generally found little evidence of earnings and employment effects on natives (e.g., Friedberg and Hunt, 1995) . A crucial problem in assessing the impact of immigration is that immigrants may move precisely to areas where, or during times when, there is high demand for their skills. This makes it difficult to detect the effects of immigration on native labor market outcomes, since natives may also benefit from positive demand shocks. To address this issue, a number of studies have used exogenous sources of immigration (e.g., Card (1990 Card ( , 2001 ) for the U.S., Hunt (1992) for France, Carrington and deLima (1996) for Portugal, Friedberg (2001) for Israel and Angrist and Kugler (2003) for Europe). However, even these studies for the U.S. find modest or little impact of immigration on the wages and employment of less-skilled natives.
Given the scant evidence focusing on exogenously-driven immigration into the U.S., in this paper we revisit the question of the impact of immigration by exploiting the influx of Central American immigrants towards U.S. border states following Hurricane Mitch in October 1998. Like, the Mariel Boatlift studied by Card (1990) , this natural experiment allows us to concentrate on exogenous immigration to the U.S. both in terms of timing and location. In addition, given the composition of Latin American immigrants towards younger and less educated workers, this quasi-experiment allows us to focus on the impact of unskilled immigrants who are perceived as the biggest threat in terms of worsening the labor market prospects for the majority of natives. Moreover, we control for state-specific trends to further address the concern that ongoing positive demand shocks in a state may be both attracting immigrants as well as improving labor market conditions for natives and all other workers in the state.
Using Census data for 1980, 1990, and 2000 and a "2005" cross-section generated using the American Community Surveys (ACS), we examine whether the influx of young and less educated immigrants who exogenously migrated from Latin America in the late 1990s affected the earnings and employment of natives and earlier Latin American immigrants from various skill groups. OLS results suggest Latin American immigration is positively related to native hourly wages but negatively related to native employment. Yet, as pointed out above, these estimates are likely to be biased if immigrants migrate towards states where, or during times when, there is high demand for their skills. IV estimates, relying on the influx of Latin American immigrants following Hurricane Mitch towards U.S. Southern ports of entry, show positive effects on the wages of college and high school educated native men and earlier Latin American high school women, after controlling for state-specific trends, but show no effects on employment. These results would suggest that unskilled immigrants complement skilled native workers.
However, recent analyses (e.g., Borjas et al. (1996 Borjas et al. ( ,1997 , Borjas (2003) ) have argued that area studies, which mostly exploit regional variation in immigration, may be unreliable because they fail to account for two potentially countervailing responses to immigration.
First, trade may counteract the effects of immigration on natives and, second, out-migration of natives may undo the effects of immigrants. The counteracting effects of inter-state trade are, however, likely to be a longer-run phenomenon, while in this paper we are analyzing short-run effects. Since inter-state trade is unlikely to be a major concern in our context, we focus here on possible biases introduced due to internal migration responses to immigration. The rest of the paper is organized as follows. Section 2 documents Hurricane Mitch and its consequences in terms of migration towards U.S. Southern ports of entry. Section 3 describes 1 As an alternative to the use of regional variation as in area studies, other studies (e.g., Borjas et al. (1996 Borjas et al. ( , 1997 Borjas et al. ( , 2008 and Borjas (2003) ) exploit variation in the share of immigrants in different skill groups at the national-level, thus assuming that those in the same skill-group compete in a national labor market. Given that these studies are not subject to biases due to internal migration, these studies tend the find larger effects than the ones in area studies.
our identification strategy, which exploits the exogenous influx of Central Americans to nearby U.S. states after Mitch. Section 4 describes the Census and American Community Survey data used in the analysis. Section 5 presents estimates of immigration effects on native and earlier immigrant wages and employment. Section 6 concludes.
Consequences of Hurricane Mitch for Migration
Similarly to a handful of other papers (e.g., Card (1991) , Hunt (1992) , Carrington and DeLima (1996) , Friedberg (2001) , and Angrist and Kugler (2003) ), in this paper we study the effects of an unexpected wave of immigrants on the labor market outcomes of natives and earlier immigrants. In particular, we exploit the immigration from Central America to the U.S. generated by a natural disaster, Hurricane Mitch. Other than Card (1991) ours is the only study for the U.S. based on a natural experiment as other studies of this sort exploit natural experiments in Europe. Like Card (1991), we are able to concentrate on unskilled immigrants, who are thought to contribute less to the host country and most likely to generate negative political reactions to immigration. 2 In addition, since we use data for all of the U.S., we can control for ongoing trends in receiving states.
An important difference between our study and Card's study of the Mariel boatlift is that, as described below, our study considers an influx of immigrants who quickly became legalized.
By contrast, the Marielitos, unlike previous Cubans, were not given automatic refugee status and roughly half of them were initially sent to alien camps in Georgia and other states outside of Florida (Aguirre et. al. (1997) In the following section, we describe how we exploit the increased immigration after 1998 towards U.S. states close to Central America following Hurricane Mitch to study the labor market effects of immigration on natives and earlier immigrants.
Identification Strategy
The goal of this paper is to identify the impact of less-skilled immigration on the wages and employment of natives and earlier immigrants. To do so, we begin with the following simple model:
where the dependent variable, y ijt , is either the log of the hourly wage or the employment status for individual i in state j at time t. The model includes state and year effects, μ j and
ijt is a vector of individual characteristics of individual i in state j at time t, which includes education, experience, marital status, and race. 6 The regressor S LAjt is the share of Latin American-born individuals who immigrated to state j in the past five years out of the 5 Other states with a percentage of Central Americans above 3% included Maryland, New Jersey, and New York. By contrast, among the states receiving very few immigrants from Central America, with several states receiving none or close to zero, were Alaska, Hawaii, Idaho, Maine, Montana, North and South Dakota, Oregon, Vermont, and Washington, all of which are distant from Central America. 6 By controlling for these variables in the regression, we are able to control for potential changes in composition affecting the wages and employment of natives and earlier immigrants. Our controls are the same as those included by Card (2001) , except that we exclude occupation and industry controls which are potentially endogeneous. population in that state. 7 This specification is estimated for male and female workers in three education groups (high school dropouts, high school graduates, and college educated). In addition, we estimate this same specification for earlier Latin-American immigrants, where we classify earlier immigrants as foreign-born who arrived more than 10 years ago. The idea of estimating this specification separately by education group is that some groups of workers may be more substitutable with recent Latin American immigrants than others and probably with earlier Latin Americans than with natives.
A basic problem with this simple OLS regression is that the error term, ε ijt , may be capturing a positive demand shock to state j at time t, which could be driving the decisions of recent immigrants to move to that state at that point in time and which could also be affecting the wages and employment of natives and earlier immigrants. Overall positive demand shocks correlated with immigration will bias upwards the impact of immigration and may not allow us to detect any effects even if immigrants indeed reduce the wages and employment of natives and earlier immigrants. On the other hand, positive demand shocks to unskilled relative to skilled workers, which attract unskilled immigrants will bias upwards the effects of immigration on unskilled natives and earlier immigrants but will bias downwards the effects on skilled workers.
We address the potential endogeneity of immigration by using an IV strategy which relies on the large influx of Central American immigrants towards close-by U.S. states following Hurricane Mitch. The first-stage equation for the IV estimates is:
where λ j and κ t are state and year effects. Post t is a dummy that takes the value of 1 if the immigrants arrived after Hurricane Mitch and zero otherwise. Distance j is a variable which measures the average of the straight-line distance in miles from all Central American capitals to the Southern-most city of each state j. 8 The choice of instrument as the interaction between a post-Mitch dummy and distance from Central America to various states in the U.S.
is motivated by the discussion in the previous section which documents the large migration
North from Central America towards near-by U.S. states right after Hurricane Mitch. Given 7 We also tried using alternative regressors, including the shares of recent unskilled immigrants from Latin America and from all destinations. Using the share of unskilled immigrants instead of the share of Latin American immigrants yields similar but bigger effects. We prefer to focus on the Latin American share since our Mitch instrument produces a stronger first-stage for this group. 8 See Table A1 in the Data Appendix for more details on the distance measure. This table also shows the distance from each of the capital cities of the affected Central American countries and the average distance from all four capital cities. Our results are robust to the use of distance to Tegucigalpa, the capital of Honduras, which was the country hardest hit by the Hurricane. We do a number of specification checks since the share of other Latin Americans, and especially the share of Mexicans, increased starting in the 1970s (see Borjas and Katz (2007) ). In all specifications we also include state-specific trends to control for pre-existing demand shocks at the state-level. The specifications with trends replace λ j with λ 0j + λ 1j t in the first-stage and μ j with μ 0j + μ 1j t in the second-stage.
Another important problem that arises, even when instrumenting the immigrant share, is that natives or earlier immigrants may move in response to exogenous immigration and 9 We also tried using the share who came in the last three years, which can only be identified in the 1990 and 2000 Censuses and in the "2005" ACS cross-section, so that our instrument would be capturing Latin Americans who came between 1997 and 2005 in states close-by to the Central American capital cities. The results using the shares of those who came in the past three years provide an even stronger first stage, but we would loose information from the 1980 Census. The 1980 Census asks the question of when the person came to live in the U.S. in 5-year intervals (e.g., 1965 to 1970, 1975 to 1980, etc.) . By contrast, the 1990 Census asks the same question in three-year intervals (e.g., 1987 to 1990, etc), while the 2000 Census and ACS ask the exact year when the person came to live in the U.S. 10 It is noteworthy, however, that the share of Mexicans started to increase earlier in most border states affected by the Mitch immigration and even declined in Texas.
bias the IV estimates. This is equivalent to failing to control for the share of other groups in the regression, so that the error term will be ε ijt = γ OT HER S OT HERjt + ξ ijt and the bias will be,
The direction of the bias, thus depends on whether the impact of other groups on native wages is positive or negative (i.e., on whether they are complements, γ OT HER > 0, or substitutes, γ OT HER < 0), and on whether the other groups flee to far away states as Central American immigrants come due to Mitch, in which case Cov(Post t ×Distance j , S OT HERjt ) > 0. If there is no out-migration by other groups in response to the immigration due to Mitch, then there is no bias. However, if there is out-migration and other groups are substitutes with natives then the bias in the IV estimates will be positive. If they are complements then the bias will be negative.
We deal with the possible concern that natives and earlier immigrants may be counteracting the impact of recent immigrants by re-estimating the IV results with trends, but adding the shares for native or immigrant groups of concern as follows:
where S OT HERjt is the share of other groups in the total population, and where we instrument the share of earlier immigrants with a Card-type instrument. 11 The first-stage is thus,
where P S OT HERjt is the predicted share of immigrants from the same country based on previous migration from those countries to the state in the previous decade, Census data has information on demographic characteristics including age, marital status, race, and education. We use the information on education and graduation to separate the sample into three groups of individuals: high school dropouts, high school graduates, and college educated. 13 More importantly for our study, the Census has precise information on country of birth which allows us to identify natives and foreign-born individuals or immigrants. In addition, the data allows us to distinguish immigrants from different origins. We can also identify recent and earlier immigrants by using information on year since immigration to the U.S., where we define recent immigrants as those who arrived less than five years ago. We restrict our sample to individuals between 21 and 65 years of age. In addition, we exclude individuals working in the public sector.
The data also include information on labor market outcomes for the year just prior to the Census year. 14 We use information on total hourly earnings together with information on weeks worked and hours per week to construct an hourly wage measure. These hourly 12 Card (2001) assigns the location of those from the same countries one decade before. Since we are instrumenting for earlier immigrants, i.e., those who came more than 5 years ago, this means that for those who came in 2000 we assign the 1995 location for those from the same countries; for those who came in 1995 we assign the 1985 location for those from the same countries; for those who came in 1990 we assign the 1985 location for those from the same countries, and so forth. Then, for those who came before 1960 we simply assign their actual location. 13 See Data Appendix for greater detail on how we divided individuals into these three education groups. 14 Note that given that the influx of Central Americans following Mitch occurred in late 1998 and early 1999, using data on labor market outcomes from the 2000 Census would imply we would only capture the effects of immigration in the earnings and employment of natives just one year after the arrival of Mitch refugees. This is why we also rely on the "2005" ACS cross-section.
wages are then deflated using a yearly CPI from the Bureau of Labor Statistics. 15 We also construct an employment status indicator which takes the value of 1 if the person is employed and zero otherwise. Since information on labor market experience and tenure is not asked in the Census, we construct a measure of potential experience as age minus years of education minus 6.
The ACS was introduced to replace the decennial Census long-form. Thus, the ACS includes all detailed demographic, socio-economic and housing characteristics which were While geographic identifiers at a finer geographic level than the state are restricted due to confidentiality, this does not present a problem for our analysis which relies on state-level immigrant shares. 16 As for the Census data, we deflate the hourly wages by the national CPI. Panel A of Table 3 shows the effects of immigration on the hourly wages of male and female natives in different education groups. 19 The results show positive effects of immigration on the hourly wages of men at all education levels with and without state-specific trends. However, one may be suspicious of these results, since dropouts and immigrants seem to have about the same skill level and thus likely to be substitutes. The results also show positive effects on the hourly wages of high school and college educated women when controlling for state-specific trends. On the other hand, the results in Panel B show negative effects on male and female employment of dropouts and high school graduates. Table 4 shows similar effects of recent immigrants on earlier Latin American immigrants.
The results in Panel A again suggest positive effects on the hourly wages of earlier Latin 17 In 1970, the percent of Latin Americans was 18%, in 1980 it was 31%, in 1990 it was 38% and by 2000 it had reached 48%.
18 While this change in the composition of immigration may in the first intance affect the labor market, in the longer-run it may also have an effect on the demand for services and products and also on prices (see Cortes (2008) for an analysis of the effect of immigration on the CPI and see Bodvardsson et al. (2008) for an analysis of the impact of the Mariel Boatlift on product and labor demand) and it may induce employers to shift towards less-skilled intensive technologies (see Lewis (2005) for an analysis of this issue). 19 The native group pools white, African-American, Hispanics, Asian-Americans and Native-Americans. While some studies focus solely on African-Americans (e.g., Bean and Hamermesh (1998) and Borjas et al. (2006)), we do not find significantly different effects for African-Americans from other groups so we decide to pool them for our analysis.
American immigrants when not including trends. However, when we include state-specific trends to help control for ongoing demand shocks, the results become insignificant. By contrast, the results without trends in Panel B suggest that employment decreased for earlier Latin American men with high school or college degrees in immigrant-receiving states.
However, once we control for state-specific trends the results on employment also disappear.
Given the potential response of immigration to positive regional demand shocks, which would also increase wages and employment for natives and earlier immigrants, it is difficult to give a causal interpretation to the OLS estimates. As discussed above, endogenous immigration in response to omitted regional demand shocks would introduce positive biases in OLS estimates and may hide the true effects of immigration. On the other hand, endogenous immigration in response to demand shocks for unskilled relative to skilled workers may introduce negative biases in the OLS estimates for skilled workers. The following IV estimates based on exogenous immigration from Central America after Hurricane Mitch attempt to eliminate such biases.
IV Estimates
This Section presents estimates of immigration effects which rely on an IV strategy. The Since, as documented above, the share of Latin American immigrants has been increasing over the last few decades, we include the previous shares of Latin Americans, and in particular Mexicans, to assure that we are not simply capturing this ongoing trend. First, in Column (2), we include in the first-stage regression the share of Latin Americans as they would have located if they had lived in the same states as those from the same Latin American countries in the previous decade. This is the instrument that Card (2001) , and many others after him, have used. The idea of this instrument is that networks play an important role in determining location and that people go to where others from their same countries have gone in the past. This variable is indeed significant, but our interaction between distance and the post-Mitch dummy also remains highly significant and its magnitude hardly changes. 21 In addition, since Borjas and Katz (2007) document an increase in the share of Mexicans, we explicitly control for the share of Mexicans in Column (3) . Surprisingly, once we control for state-specific trends, the results show that a higher share of Mexicans in the past reduces the share of current Latin Americans. More importantly, the coefficient on the interaction between distance and post-Mitch remains very similar and highly significant.
As another check on the possibility that we are simply capturing some pre-existing trend, Column (4) reports the results of a regression of the share of Latin Americans on an interaction of distance and a post-1990 dummy using only data for the 1980 and 1990 Censuses.
This is a falsification test a-la Angrist and Krueger (1999) , who look at the impact of a false Mariel Boatlift in 1994 (an announcement by then-President Clinton to let Cuban Refugees into the U.S. but which never materialized) on the Miami labor market. While Angrist and Krueger (1999) found a similar result using the 1994 announcement as with the actual Mariel boatlift, here we find no effect of the fake natural experiment after 1990 while the Hurricane does show the expected increase in the share of Latin Americans.
To test whether the increase in the share of Latin American immigrants after the Hurricane simply reflected a general increase in immigration towards Southern states towards the late 1990s not driven by the natural disaster, in Columns (5), (6) and (7) we also estimate 20 We also tried estimating first-stage regressions of the share of unskilled immigrants from all destinations and the share of unskilled immigrants from Latin America and the first-stage results are slightly smaller but significant, i.e., -0.0016 (0.00076) and -0.001 (0.00046), respectively. By contrast, the second-stage results are similar but larger in magnitude. 21 We do a Hausmann-Wu test comparing the IV estimates using our instrument and the IV estimates using Card's estimates under the null that the IV estimator using the interaction between distance and post-Mitch is consistent. A concern wtih Card's instrument is that if demand shocks are autocorrelated, then past immigration to a state is also likely to be correlated to past and current demand shocks. We find that the Mitch IV estimates and the Card IV estimates are significantly different from each other, so we decide to use only the distance post-Mitch interaction to instrument the Latin American share. show no effects on the immigration shares of other ethnic groups. Table 6 reports results of equation (1) fore the results show no effect on employment. On the other hand, the IV results without trends continue to show an increase in the hourly wages for high school dropouts and college educated men. However, IV results controlling for state-specific trends show positive effects on the wages of men who graduated from high school and college. In particular, these results for men suggest that an increase of 10% in the share of Latin Americans increases the hourly wage of educated native men by between 0.8% and 1.25%. On the other hand, unlike the OLS results, the IV results suggest no effect on the hourly wage of male dropouts who are more likely to be substitutes with immigrants. 22 These results suggest that less educated Latin American immigrants complement high-skilled native men. 23 The results for women, with or without trends, show no effects on hourly wages or employment. Table 7 presents equivalent results to those in Table 6 , but for earlier Latin American Contrary to the OLS results in Table 3 , the IV results with trends in Table 6 only show 22 The positive effects on high school and college graduates are significantly different from the zero effect on high school dropouts. 23 Ottaviano and Peri (2006, 2008) use variation in the share of immigrants for different skill groups and find evidence of positive effects of immigration on native wages, driven mostly by the more educated, but negative effects on previous immigrants. However, Borjas, Grogger and Hanson (2008) show that the ealier results in Ottaviano and Peri (2006) were not robust to the exclusion of young people still in school from the sample. The latter study only finds positive effects of immigration on wages in the medium-run. Card (2007) Ottaviano and Peri (2007) also find a positive association between the share of immigrants and native wages. However, while both studies instrument the share of immigrants and control for native out-migration, they fail to control for out-migration by previous immigrants in the way we do in the next section.
positive effects of Latin American immigration on the hourly wages of more educated native men and no effects on employment. Thus, the generalized positive effects on wages, even on high school dropouts, observed in the OLS results seemed to have been largely driven by positive demand shocks which both attracted low-skilled immigrants to these states as well as increased the earnings of high school dropouts.
Controlling for Migration Responses by Natives and Earlier Immigrants
Aside from the problem of endogeneity which is addressed in the previous results by in- In Table 8 we explore whether net migration responded to exogenously driven Latin American immigration. In particular, Table 8 reports results of equations like equation (2) To reduce the biases due to the omission of these groups we do two things. First, following
Borjas (2005), we re-estimate the regressions in Tables 6 and 7 using the regional shares of Latin Americans instead of the state-level shares. 25 The idea is that by moving up to the regional level, we eliminate the inter-state migration within regions and may reduce the bias due out-migration. We estimate the shares for the standard 9-regions as defined in the shares, the only significant effects on wages for natives are on high-school and college men.
As expect, however, these wage effects are smaller and less precise than when we use the state-level variation. The high-school effect is 0.098 with a se of 0.05 and the college effect is 0.065 with a se of 0.023, which are significantly smaller than the results in Table 6 for natives. 24 Thus, to the extent that we use state-level rather than metropolitan-level immigration, internal migration in response to immigration should be less of a concern in our study. 25 Borjas (2005) re-estimates the labor market effects of immigration moving from the metropolitan-level, to the state-level, to the regional-level and finds that the effect of immigration on native labor market outcomes becomes increasingly more negative as the level of geographical aggregation increases.
For Veteran Latin American, the only significant wage effect is for high school women. The coefficient is larger in this case, but the effect is only marginally significant while it was significant at the 1% level when using the state-level shares. Thus, using regional shares seems to reduce the upward biases due to out-migration. 26 Second, given that out-migration can be viewed as introducing omitted variable biases, we add the shares of earlier Asians and Europeans and Australians in the population as in equation (3). 27 Aside from the interaction between distance and the post-Mitch dummy, we use two other instruments for the shares of immigrants: the share of Asians and the share of Europeans/Australians had they located in the same states as those from their same countries did a decade before, as described in equation (4). 28 Tables 9 and 10 report results for hourly wages and employment of natives and earlier Latin American immigrants, respectively, which also add the Asian and European-Australian shares. In contrast to the IV results without controls for out-migration, the results in Table 9 The results in Table 10 26 We do not report complete tables for this exercises, but results are available upon request. 27 We do not have to worry about including shares for other groups, because the correlation between natives and earlier Latin Americans and Africans and the instrument is zero. 28 The first-stage R 20 s for earlier Asians is 0.97 and for earlier Europeans and Australians is 0.98. 29 The magnitude of this effect is similar to the employment effect found in Card (2001) . 30 Card (2007) American immigration on both natives and earlier immigrants. However, since these OLS results are likely to be biased due to endogenous immigration, we exploit immigration from Central America to close-by U.S. states following Hurricane Mitch. Aside from the Mariel boatlift, this is the only other study on immigration based on a natural experiment for the U.S. Yet, unlike the Marielitos, who were not legalized until half a decade later and stigmatized as criminals or mentally ill, Mitch refugees were quickly allowed to legally work and viewed as driven individuals, so they were more likely to compete in the labor market with natives and previous immigrants. In contrast to the OLS results, the IV results suggest that less-skilled immigration only increases the wages of skilled natives but have no effect on employment.
Even IV estimates that eliminate biases due to endogeneity may be biased due to outmigration by natives or earlier immigrants. While we do not find out-migration by natives The results highlight the importance of properly controlling for the potential biases that arise in area studies of immigration. In particular, it is not only crucial to control for the endogeneity of immigration, but also to deal with potential out-migration or reduced migration not only by natives but also by previous immigrants. Few immigration studies deal with the potential out-migration response by previous immigrants, but our study shows that failing to do so generates misleading results.
Data Appendix

Census Data
We use the 1% publicly available random samples of the U.S. Censuses for the years 1980, 1990, and 2000. We do not use 1960 because in this year, the Census did not ask year since arrival to the U.S., so that we are unable to separate recent from earlier immigrants. We do not use the 1970 either because the number of weeks and hours worked was reported in a different way this year compared to the 1980-2000 Censuses.
Hourly Wages
To construct our hourly wage measure, we divide the yearly earnings by average weeks worked per year and average hours worked per week. Since the information on annual earnings is top-coded using different amounts for every year, we instead use a uniform criteria and we top code at the 99th percentile for all years and eliminate those observations whose yearly earnings are above the 99th percentile for each year. Also, while for 1980, 1990, and 2000 we have information on the exact average number of weeks and hours worked per week, the 1970 Census provides instead six 13-week intervals (e.g., 1-13, 14-26, etc.) and eight 14-hour intervals (e.g., 1-14, 15-29, etc.) for the average number of weeks and hours worked, respectively.
Education Groups
Individuals were divided into three education groups: high school dropouts, high school graduates and college educated. We constructed these groups using information on years of education as well as information on whether individuals earned a degree. The year of education variable puts the person into one of 9 categories: no school or preschool; grades 1-4; grade 5-8; grade 9, grade 10, grade 11, grade 12; 1-3 years of college, more than 4 years of college. For the first three groups we assign 0, 3, and 7 years of schooling, while for the last two categories we assign 14 and 16 years of schooling. To distinguish high school dropouts from high school graduates we use information on whether the individual earned a degree. 
